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FINANCIAL HIGHLIGHTS 


YEARS ENDED DECEMBER 31 
Sales 
Increase over preceding year 


Net Income 


Increase (decrease) over preceding year 
Net Earnings (After Preference Share Dividends) 


Per Common and Ordinary Share 
Dividends Per Share 

Preference 

Common 

Ordinary 
Cash Flow from Operations* 

Per Common and Ordinary Share 
Ratio of Current Assets to Current Liabilities 
Capital Expenditures 

Plant, Property and Equipment 

Timber Holdings 

Logging Development 
Long Term Debt 


Shareholders’ Equity Per Common and Ordinary Share 


*Cash flow is Net Income plus Depreciation, Depletion and Amortization 


and Change in Deferred Income Taxes. 


1969 
$137,078,000 
5.1% 
$ 6,315,000 
(5.4)% 
$ 6,026,000 
$1.98 


$1.05 
$ .50 
$ 12,507,000 
$4.12 
2.12 


$ 6,103,000 
$ 1,036,000 
$ 1,799,000 
$ 13,497,000 
$16.08 


1968 
$130,470,000 
14.5% 
$ 6,677,000 
158.3% 
$ 6,388,000 
$2.10 
$1.05 
$ .50 
$ 11,672,000 
$3.84 
2.34 
$ 4,281,000 
$ 321,000 
$ 1,518,000 
$ 13,807,000 
$14.23 


FINANCIAL SUMMARY Years ended December 31 


SALES AND EARNINGS ($000) 1969 1968 1967 1966 1965 
Sales 137,078 130,470 113,993 103,634 98,973 
Cost of Sales 107,900 101,290 93,349 86,763 82,471 
Selling, Shipping and Administrative Expenses 14,834 13,763 13,504 12,444 10,805 
Depreciation, Depletion and Amortization 6,092 5,455 6,027 6,643 ~ 6,075 
Interest Expense — Current 653 291 947 1,141 606 

— Long Term 872 927 983 1,045 1,141 
Income Taxes 7,719 8,400 2,900 1,915 2,600 
Net Income 6,315 6,677 2,585 1,806 1,886 


(TRESS Tce Site pe RR em TRS SR STS SEL AAA SP SESE OS SES ES ET I RT SD 


SHAREHOLDERS’ FINANCIAL DATA 


Dividends paid on Preference Shares ($000) 289 289 289 230 — 
Dividends paid on Common Shares ($000) 400 400 400 400 400 
Net Income Retained in the Business ($000) 5,626 5,988 1,896 1,176 1,486 
Net Income per Common and Ordinary Share ($) 1.98 2.10 .76 52 62 
Common Shares Outstanding 800,000 800,000 800,000 800,000 800,000 
Dividends per Common Share ($) 50 50 50 50 50 
Number of Common Shareholders 2,170 2,685 3,863 4,007 3,988 
Ordinary Shares Outstanding 2,237,682 2,237,682 2,237,682 2,237,682 2,237,682 
Number of Ordinary Shareholders (Note 1) 1 1 1 1 1 

Preference Shares Outstanding 275,000 275,000 275,000 275,000 _ 

Number of Preference Shareholders 2 2 2 2 — 


BALANCE SHEET ITEMS ($000) 


Current Assets 52,299 41,759 40,541 47,718 43,413 
Current Liabilities (24,635) (17,828) (19,946) (30,505) (27,540) 
Working Capital 27,664 23,931 20,595 Aes 15,873 
Investments and Deferred Costs 3,019 3,226 3,371 3,786 2,484 
Timber Holdings and Logging Development, Net 14,243 1430/2 15,427 17,501 19,608 
Plant, Property and Equipment 58,525 54,739 52,821 54,551 53,419 
Less Accumulated Depreciation (29,803) (28,236) (26,906) (25,380) (23,304) 
Long Term Debt (13,497) (13,807) (16,411) (20,356) (23,025) 
Deferred Income Taxes ( 5,800) ( 5,700) ( 6,160) ( 6,475) ( 5,537) 
Minority Interest _— —_— —_ _ ( 5,353) 
Preference Share Capital ( 5,500) ( 5,500) ( 5,500) ( 5,000) — 
Common Share Capital ( 8,752) ( 8,752) ( 8,752) ( 8,752) (e8e752) 
Ordinary Share Capital (17,437) (17,437) (17,437) (17,437) (17,437) 
Contributed Surplus ( 4,644) ( 4,644) ( 4,644) ( 4,644) ( 4,644) 
Retained Earnings 18,018 12,392 6,404 4,507 3,332 


OTHER STATISTICS 


Cash Flow from Operations ($000) (Note 2) 12,507 11,672 8,296 9,387 9,175 
Cash Flow per Common and Ordinary Shares ($) 4.12 3.84 2.1/3 3.09 3.02 
Ratio of Current Assets to Current Liabilities ale 2.34 2.03 1.56 1.58 
Plant & Logging Facilities 

Net Book Value ($000) 28,415 25,609 24,062 27,053 27,358 

Undepreciated Capital Cost ($000) 16,950 14,100 12,655 14,133 Not Available 
Interest on Long Term Debt — Times Earned Weel 17.3 6.6 4.6 Sr 
Interest on Total Debt — Times Earned 10.2 13.4 3.8 PAT 3.7 
Number of Employees 4,190 4,175 4,260 4,223 4,596 
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PRODUCTION STATISTICS 


Softwood Plywood (M sq. ft., ¥%”) 464,257 457,970 442,297 421,547 401,618 
Hardwood Plywood (M sq. ft.) 41,757 42,283 38,373 36,257 25,452 
Softwood Lumber (MFBM) 274,936 325,839 307,956 247,696 254,769 
Hardwood Lumber (MFBM) 23,226 23,007 22,765 26,430 18,090 


A 


NOTES — 1. Ordinary Shares are entirely held by U.S. Plywood-Champion Papers Inc. 
No dividends have been paid on these shares. 


2. Cash Flow is Net Income plus Depreciation, Depletion and Amortization and Change in Deferred Income Taxes. 


ROGER MONTGOMERY 


President and Chief Executive Officer 
of Weldwood of Canada, is also 
a corporate vice-president of U.S. 
Plywood-Champion Papers Inc. 


x 


DONALD M. JACQUEST 


Vice-president, finance, is responsible 
for directing and coordinating all 
financial and accounting operations 
of the company. 


JAMES D. McCARTHY 


Vice-president, manufacturing, is re- 
sponsible for the administration of the 
company’s three manufacturing divi- 
sions as well as for logging operations 
in the Cariboo and Central manu- 
facturing divisions. 


TO OUR SHAREHOLDERS: 

For the 12 months ending December 31, 1969, sales for the company were 
$137,078,000 compared to $130,470,000 in 1968 and $113,993,000 in 1967. However, 
as forecast in our last report, your company’s earnings were lower for the fourth 
quarter and the calendar year than for comparable periods in 1968. For the fourth 
quarter, net earnings after income taxes and preference share dividends were 
$974,000, equal to 32¢ per common and ordinary share. This compared to 
$1,609,000 or 53¢ a share for the three months ended December 31, 1968. Net 
earnings for the year were $6,026,000 or $1.98 per share compared to our record 
performance in 1968 of $6,388,000 or $2.10 per share. 

The continuing anti-inflationary policies of the Canadian and U.S. governments 
have had a severe impact upon the business climate in which we are operating. 
These pressures have resulted in reducing housing starts, particularly in the United 
States, to the point where our basic markets for lumber and plywood are severely 
depressed. As a result, there has been a sharp decline in the prices for our primary 
products and a reduction in our profitability. Most of our products are selling well 
below the levels we were experiencing in February and March of last year. Also, 
you will recall that in the early part of 1969 we suffered a severe disruption of our 
production as a result of the extremely adverse winter weather that occurred on 
the West Coast. During the year there was also a serious disruption of normal 
shipping through the work stoppage of the B.C. longshoremen. 

Considering these adverse circumstances, we are most pleased to have come 
as close as we have to our 1968 record performance. Income before taxes in 1969 
was $14,034,000 compared to $15,077,000 for 1968 and $5,555,000 for the previous 


best 12 months in the company’s history. 


FINANCE 
The general slowdown in business conditions caused an increase in our inven- 


tories and accounts receivable. This, together with the heavy income tax payments 
on our 1968 record earnings, forced an increase of approximately $14 million in 
our current bank borrowings from December 31, 1968. However, it should be kept 
in mind that because of the strong markets and the serious disruption of production 
resulting from the severe winter weather, our inventories at the end of 1968 were 
at an extremely low level. Tight controls are being kept on our cash position and 


we expect a significant improvement in our inventories and accounts receivable 


by the end of the year. 


MANUFACTURING 
The primary reason we were able to maintain our earnings at close to the record 


1968 level was because of the improvements we have made in the internal oper- 
ations of the company, and our capital expenditure programs in the manufacturing 
facilities have been important factors in these improvements. These expenditures 
enabled us to increase our operating efficiencies and maintain acceptable cost 


levels, even though our volumes were reduced substantially as a result of the 


deterioration of our markets. 
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DONALD E. CLUCK 


Vice-president, marketing, is respon- 
sible for the planning and administra- 
tion of the company’s marketing and 
sales activities. 


PIT DESJARDINS 


Vice-president, resources manage- 
ment, is responsible for the admini- 
stration of activities related to tim- 
ber and other physical resources, 
industrial relations, research and de- 
velopment and the company’s re- 
quirements in personnel. He is also 
president of Cariboo Pulp & Paper 
Company. 


LARRY T. MARSHALL 


Vice-president, Coast Logging, is re- 
sponsible for the administration of all 
logging activities associated with the 
company’s extensive timber holdings 
on the mainland coast of B.C. and 
Vancouver Island. 


MARKETING 

Domestically, we continued to broaden the activities of our branch distribution 
system and in 1970 will be placing a great deal of emphasis upon expanding our 
industrial, builder and specifier markets as well as applying increased effort to 


expand our export sales position. 


CAPITAL EXPENDITURES 

In 1969 the company spent $6,103,000 on new plant and equipment compared 
to $4,281,000 in 1968. In 1970 we estimate capital expenditures at $6,000,000 for 
logging and equipment facilities, the construction of a high speed small log sawmill 
on our pulp mill site at Quesnel, and the continued improvement of our other 


manufacturing facilities. 


CARIBOO PULP MILL 

We have now negotiated the final terms of a joint venture with two Japanese 
firms to build a 750-tons-per-day bleached kraft pulp mill at our Interior British 
Columbia operations at Quesnel. Our partners are Daishowa Paper Manufacturing 
Co. Ltd., one of the leading pulp and paper manufacturing and distributing firms 
in Japan, and Marubeni-lida Co. Ltd., the third largest of that country’s very strong 
trading companies. The partnership will be owned 50% by Weldwood and 50% 
by the Japanese companies. Pit Desjardins of Weldwood has been named president 
of the joint venture. Total cost of the project is estimated at $85 million. We feel 
that this is an important step to broaden and diversify the activities of your company 
and that it will substantially increase our earnings after 1973 when it is fully 


operational. 


LOGGING 

Our Coast Logging Division experienced an excellent year with higher log prices 
and significantly improved operations. This was. accomplished despite the very 
severe early winter weather and substantial disruption of production as a result 
of the forest fire season. Once again, the capital expenditures that we have made 
over the last three years to improve our logging operations have had a very 


beneficial effect upon Coast Logging. 


EMPLOYEE RELATIONS 

Once again, a great deal of credit must go to the ingenuity and dedication of all 
employees who have enabled the company to show a good performance in a very 
difficult year. 

The present Coastal labor contracts will expire on June 14, 1970. The IWA has 
tabled demands of $1.00 per hour in wages and the equivalent to $1.18 per hour 
in increased fringe benefits. The total cost would amount to a 48% increase. These 
demands are not realistic in light of the depressed economic conditions of our 
industry. If the union is adamant in its position, | think there is a strong possibility 


of an extended strike in the industry this year. 


DIRECTORS 


During the year, Marshall Leeper and Frank M. McMahon resigned as directors 


of the company and Mr. Leeper was replaced on the board by Alexander G. Rankin, 
executive vice-president (non-academic) of the University of Toronto. 

Effective February 1, 1970, John Bene returned to the company as chairman of 
the board. He will continue with his position as special consultant to the president 
of the Canadian International Development Agency of the Federal Government 
on a part-time basis. In addition to his duties as chairman, he will concentrate on 
the long range planning and public affairs of our company. Mr. Bene’s broad 
experience in this industry, as well as his thorough knowledge of Canadian and 
world forest resources, will significantly add strength to the management of 
Weldwood. 


OUTLOOK 

In the short term, there is every indication that 1970 will be an extremely difficult 
year. At this writing, there seems to be little prospect for immediate improvement 
in our operating situation as most financial forecasts are for a definite slowdown, 
if not a recession, in the United States and this undoubtedly will affect our other 
world markets. Furthermore, there is every prospect that this year will see very 
difficult labor negotiations for this industry. As you know, shipments were once 
again disrupted by the longshoremen on February 4. 

With these uncertainties it is almost impossible to predict the level of our oper- 
ations and profitability for 1970. We look for a very slow first quarter and then 
possibly some recovery in the last half of the year if work stoppages can be 
avoided and if there is some recovery in our U.S. markets. Nevertheless, we 


approach this difficult period with the confidence that the company is in the best 
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ROGER MONTGOMERY, 
President & Chief Executive Officer. 


operating condition of its history. 


Cariboo Pulp & Paper Company has begun construction of a 500-foot long bridge across the Quesnel river at Quesnel, B.C. 
Estimated to cost about $1.3 million, it will carry a spurline from the Pacific Great Eastern Railway to the site where the mill will be built. 
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ET SALES IN MILLIONS OF DOLLARS — 


NET INCOME IN MILLIONS OF DOLLARS 


CONSOLIDATED INCOME 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


YEARS ENDED DECEMBER 31 
Sales 
Costs: 
Cost of sales 
Selling, shipping and warehouse 
General and administrative 
Remuneration to directors 
Interest expense — current 


— long term 


Other Income: 
Gain on the disposal of fixed assets 
Interest income 
Other 
Income before income taxes 
Provision for income taxes 
Net Income 
Net Income per Common and Ordinary Share 
Costs Include the Following: 
Depreciation 
Depletion 
Amortization of logging roads 


Amortization of other assets 


CONSOLIDATED RETAINED EARNINGS 


1969 
$137,078,000 


107,900,000 
7,218,000 
7,616,000 

150,000 
653,000 
872,000 

124,409,000 

12,669,000 


620,000 
263,000 
482,000 
14,034,000 
7,719,000 

$ 6,315,000 


$ 2,869,000 
1,542,000 
1,624,000 

57,000 

$ 6,092,000 


1968 
$130,470,000 


101,290,000 
6,572,000 
7,191,000 

155,000 
291,000 
927,000 
116,426,000 
14,044,000 


545,000 
221,000 
267,000 

~ 15,077,000 

8,400,000 

$ 6,677,000 

7k a 


$ 2,697,000 
1,692,000 
1,032,000 

34,000 

$ 5,455,000 


YEARS ENDED DECEMBER 31 
Balance at beginning of year 


Net Income 
Deduct dividends paid or accrued: 
Preference shares 


Common shares 


Balance at end of year (Note 6) 


1969 


$ 12,392,000 
6,315,000 
18,707,000 


289,000 
400,000 
689,000 
$ 18,018,000 


The accompanying notes are an integral part of these financial statements. 


1968 
$ 6,404,000 
6,677,000 
~ 13,081,000 


289,000 

400,000 
689,000 
$ 12,392,000 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATI 


ASSETS 
December 31 1969 1968 
CURRENT: 
Short term deposits $ 1,624,000 $ 884,000 
Accounts receivable 18,021,000 14,578,000 
Accounts receivable from affiliates 356,000 239,000 
Inventories (Note 2) 31,800,000 25,432,000 
Prepaid expenses 498,000 626,000 
52,299,000 41,759,000 
INVESTMENTS AND DEFERRED COSTS: 
Timber deposits 473,000 669,000 
Long-term receivables 603,000 662,000 
Investment in 50% owned companies (Note 1) 221,000 219,000 
Financing expenses 500,000 533,000 
Other (Note 7) 1,222,000 1,143,000 
3,019,000 3,226,000 
TIMBER HOLDINGS AND LOGGING DEVELOPMENT (Notes 1 and 3): 
Timber holdings | 9,505,000 10,035,000 
Logging development 4,738,000 4,537,000 
14,243,000 14,572,000 
PLANT, PROPERTY AND EQUIPMENT (Note 3): 58,525,000 54,739,000 
Less accumulated depreciation 29,803,000 28,236,000 
28,722,000 26,503,000 


$98,283,000 


$86,060,000 


BALANCE SHEET 


LIABILITIES 


December 31 
CURRENT: 
Bank loans, secured 
Accounts payable 
Accrued liabilities 
Income taxes payable 


Current instalments of long term debt 


LONG TERM DEBT (Note 4) 
DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY: 
Share capital (Note 5) 
Contributed surplus — no change 


Retained earnings (Note 6) 


On behalf of the Board: 
ROGER MONTGOMERY, Director 
PIT DESJARDINS, Director 


The accompanying notes are an integral part of these financial statements. 


1969 


$14,335,000 
4,508,000 
3,634,000 
1,112,000 
1,046,000 


24,635,000 


13,497,000 


5,800,000 


31,689,000 
4,644,000 
18,018,000 


54,351,000 


$98,283,000 


1968 


$ 749,000 
4,653,000 
3,500,000 
6,322,000 
2,604,000 


"17,828,000 


13,807,000 


~ 5,700,000 


31,689,000 
4,644,000 
12,392,000 


48,725,000 


$86,060,000 
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WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED SOURCE AND USE OF FUNDS 


YEARS ENDED DECEMBER 31 
SOURCE OF FUNDS: 
Funds provided from operations: 
Net income 
Depreciation, depletion and amortization 


Increase (decrease) in deferred income taxes 


Sales and retirements of fixed assets 
Other 


USE OF FUNDS: 
Plant, property and equipment 
Timber holdings 
Logging development 
Reduction of long term debt 
Dividends 


Increase in working capital 
Working capital, beginning of year 


Working capital, end of year 


The accompanying notes are an integral part of these financial statements. 


1969 


$ 6,315,000 
6,092,000 
100,000 


12,507,000 


1,012,000 
151,000 


13,670,000 


6,103,000 
1,036,000 
1,799,000 
310,000 
689,000 


9,937,000 


3,733,000 
23,931,000 


$27,664,000 


1968 


$ 6,677,000 
5,455,000 
(460,000) 


11,672,000 


965,000 
112,000 


12,749,000 


4,281,000 
321,000 
1,518,000 
2,604,000 
689,000 


9,413,000 


3,336,000 
20,595,000 


$23,931,000 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


Note 1. Principles of Consolidation. 
The Company follows the practice of consolidating all wholly- 
owned subsidiaries. Investments in and advances to 50% owned 
companies are recorded at cost, adjusted for changes in their 
retained earnings since acquisition. 


The unamortized excess of the purchase price of all the common 
shares, acquired in May, 1964 or subsequently, of Canadian 
Collieries Resources Limited, (now Weldwood of Canada Sales 
Limited) over the book value of net assets, amounting to 
$2,135,000, has been included on consolidation in timber hold- 
ings. The appraised value of timber holdings is in excess of the 
carrying value. During the year ended December 31, 1969, 
$100,000 was amortized and charged to income. 


Note 2. Inventories. 
Inventories are stated at the lower of cost or net realizable 
value: 


1969 1968 
Logs $10,694,000 $ 6,723,000 
Lumber 3,895,000 3,347,000 
Veneer 2,625,000 2,483,000 
Plywood 11,379,000 9,787,000 
Other 3,207,000 3,092,000 


$31,800,000 $25,432,000 


Note 3. Fixed Assets. 
A. Timber holdings and logging development: 


1969 1968 


$19,907,000 $18,895,000 
10,402,000 8,860,000 
$ 9,505,000 $10,035,000 


Timberlands — Cost 
— Depletion 


Logging Development — 
Cost $10,976,000 $ 9,151,000 


6,238,000 4,614,000 
$ 4,738,000 $ 4,537,000 


Amortization 


B. Plant, property and equipment: 


1969 1968 
Accumulated 

Cost Depreciation Net Net 
Land $ 5,045,000 $ — $ 5,045,000 $ 5,431,000 
Buildings 13,903,000 7,889,000 6,014,000 6,131,000 
Leasehold 
Improvements 645,000 401,000 244,000 208,000 
Machinery & 
equipment 30,879,000 18,863,000 12,016,000 11,206,000 
Logging 
equipment 5,831,000 2,650,000 3,181,000 1,940,000 
Construction 
in progress 2,222,000 — 2,222,000 1,587,000 


$58,525,000 $29,803,000 $28,722,000 $26,503,000 


December 31, 1969 


Note 4. Long Term Debt. 


Long term debt comprises: 
1969 1968 
6% % First Mortgage and Collateral - 


Trust Bonds, Series B, due 
September 30, 1984 $13,800,000 $14,680,000 


Other secured liabilities 743,000 1,731,000 
14,543,000 16,411,000 
1,046,000 2,604,000 
$13,497,000 $13,807,000 


Less current instalments 


The payments due on long term debt in each of the five years 
following December 31, 1969 will approximate $1,000,000. 
Under the terms uf the Trust Deed securing the 6%% First 
Mortgage and Collateral Trust Bonds, Series B: 


(i) The Company pledged all of its tangible and intangible 
assets by way of fixed or floating charges securing the 
bonds. 


(ii) So long as any of the bonds are outstanding, the Company 
is prohibited from paying dividends (except stock divi- 
dends) or making any other distribution on any class of its 
shares except to the extent of 70% of the consolidated net 
earnings (defined in the Trust Deed securing the bonds) of 
the Company accumulated after April 1, 1964, plus 
$1,600,000 and provided that any such dividend shall not 
have the effect of reducing consolidated tangible net worth 
(defined in the said Trust Deed) below $22,500,000, or re- 
ducing consolidated working capital (defined in the said 
Trust Deed) below $8,000,000. At December 31, 1969 the 
maximum dividends permitted by the Trust Deed were 
$13,176,000. 


(iii) At the end of every six months up to and including March 
31, 1984, the Company is to provide an amount of $440,000 
to redeem an equivalent amount of the outstanding bonds. 
The final payment for the bonds of $1,040,000 is due on 
September 30, 1984. 


Note 5. Share Capital. 
A. Authorized and issued share capital: 


Authorized: 
275,000 5% % Cumulative Redeemable Preference Shares, 
Series A, with a par value of $20 each 


225,000 Series B Preference Shares with a par value of $20 
each 


300,000 5% % Cumulative Redeemable Second Preference 
Shares with a par value of $100 each 


1,000,000 Common Shares with no par value 
3,000,000 Ordinary Shares with no par value 
Issued and Fully Paid: 


275,000 Cumulative Redeemable 1969 1968 


Preference Shares, 
Series A 


800,000 Common Shares 
2,237,682 Ordinary Shares 


$ 5,500,000 $ 5,500,000 

8,752,000 8,752,000 
17,437,000 17,437,000 
$31,689,000 $31,689,000 
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B. Redemption price of preference shares. Plywood-Champion Papers Inc.). Dividends of $5,874,000 
may be paid on Ordinary shares before further dividends 


(i) The redemption price of 514% Cumulative Redeemable : 
on Common shares are necessarily declared. 


Preference Shares, Series A is $20 per share plus un- 


paid dividends accumulated to the date of redemption Note 7. Other Investments. 
plus a premium on the sum of $20 as follows: Other investments of $1,222,000 include expenditures of 
5.25% if redeemed on or before March 15, 1971 $984,000 made on behalf of Cariboo Pulp & Paper Company 


Limited (See Note 8). 
4.25% if redeemed on or before March 15, 1976 
Note 8. Commitments. 
A 
see UNE ne Rel Te Eel OTST UC. A. The Company has a contingent liability as surety on a per- 
2.25% if redeemed on or before March 15, 1986 formance bond made by Cariboo Pulp & Paper Company 
Limited in favour of the Minister of Lands, Forests and Water 


Resources of British Columbia in the sum of $650,000 to 


1.25% if redeemed thereafter 


(ii) The redemption Price of 5%% Cumulative Second Pre- secure performance by Cariboo Pulp & Paper Company 
ference Shares is $100 per share plus unpaid dividends Limited of a covenant in Pulpwood Harvesting Agreement 
accumulated to the date of redemption. No. 5. 


Note 6. Dividends. 

A. Certain limitations are imposed on the payment of dividends 
on Common and Ordinary shares by the Trust Deed securing 
the 6%% First Mortgage and Collateral Trust Bonds (see 
Note 4) and by the Underwriting Agreement of the 275,000 
5% % Cumulative Redeemable Preference Shares, Series A. 


The Company and Daishowa-Marubeni International Limited 
have signed a contract to form a partnership to build a 750 
ton-a-day bleached kraft pulp mill at Quesnel, British Colum- 
bia. At the time of making the agreement (which is subject 
to certain conditions being met by both parties) the total cost 
of the project was estimated to be $85,000,000. 


B. Under the terms of issue of the Ordinary and Common shares: 
B. The Company is obligated to pay an annual rental of 


(i) Dividends per share paid on Ordinary Shares may not $188,000 U.S. throughout the period ending December 31, 
exceed dividends ee share paid on Common shares 1987, under a leaseback agreement covering sixteen pro- 
from the date of issue; but perties previously owned. The Company may repurchase 


(ii) Where dividends paid on Ordinary shares are less than any, or all, of the properties prior to the expiration of the 
those paid on Common shares, dividends may be paid lease upon payment of certain sums. $1,667,000 U.S. repre- 
to the holders of Ordinary shares (without necessarily sents the present value of the total consideration to be paid 
declaring further dividends on Common shares) up to (computed at a 9% rate) for annual rentals during the inter- 
an amount equal to the total dividends paid on each vening period and to repurchase all the properties on De- 
Common share. cember 31, 1987. 

(iii) At December 31, 1969 dividends of $2.625 per share The Company has entered into a 20-year lease agreement, 
had been paid on Common shares and no dividends had effective March 1970, for office space at an annual rental 
been paid on Ordinary shares (held entirely by U.S. of $200,000. 


AUDITORS’ REPORT 
OBI 


To the Shareholders, 
Weldwood of Canada Limited: 


We have examined the consolidated balance sheet of WELDWOOD OF CANADA LIMITED (a British Columbia company) and subsidiaries 
as of December 31, 1969, and the consolidated statements of income, retained earnings and source and use of funds for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances. We have previously 
examined and reported on the consolidated financial statements for the preceding year. 


In Our Opinion, the accompanying consolidated balance sheet and consolidated statements of income, retained earnings and source and 
use of funds present fairly the financial position of Weldwood of Canada Limited and subsidiaries as of December 31, 1969, and the 
results of their operations and the source and use of funds for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Vancouver, Canada ARTHUR ANDERSEN & CO., 
January 18, 1970. Chartered Accountants. 
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An agreement to form a 50-50 partnership between Weldwood of Canada Limited and two major Japanese companies to build and 
operate a bleached kraft pulp mill at Quesnel, B.C., was reached at the Palace Hotel in Tokyo on December 8, 1969. The agreement was 
signed for Weldwood by Roger Montgomery, president & chief executive officer, and Pit Desjardins, vice-president, resources manage- 
ment, who has been named president of Cariboo Pulp & Paper Company. Both are seated in the centre of the photo on the left. In the 
photo on the right, signing for the Japanese firms, were Ryoei Saito (centre) president of Daishowa Paper Manufacturing Co. Ltd. and 
Taiichiro Matsuo (extreme right) executive vice-president, Marubeni-lida Co. Ltd. 


WELDWOOD | PRODUCTS 


Adhesives: Include Presto-Set white glue, Plastic Resin, Contact 
Cement, Epoxy Glue, Waterproof Resorcinol Glue, Panel Adhe- 
sive and Wallstrap Adhesive. 


Doors: Interior and exterior doors in a wide range of species 
and styles for residential, commercial and institutional use; also 
architectural, acoustical and wood or plastic-faced fire doors 
carrying Underwriters’ label. 


Duraply: Medium-density, overlaid exterior-grade plywood with 
resin fibre surface for smooth, long-lasting paint finishes. For 
house siding, boats, etc. 


Fir Plywood: Complete range of PMBC grades, sizes and thick- 
nesses; long lengths, cut-to-size and marine grade. 


Glasweld: Permanently colored, inorganic, incombustible panel 
for interior and exterior use. Available in more than 20 attractive 
colors. 


Hardwood Plywood: In a wide range of species and thicknesses 
and in veneer, lumbercore and particlecore construction. Widely 
used in woodworking industry. 


Lumber: Produced in a wide range of domestic softwood in 
British Columbia and in birch and maple in Ontario. 


Flexwood: Thin, cloth-backed wood veneer especially recom- 
mended for curved wall surfaces. 


Vinylgard: A vinyl-laminated lauan panel for mobile homes and 
other interior applications. 


Particleboard: Available in thicknesses from Ye” to 34”. Widely 
used as sheathing, low-cost paneling and many other purposes. 


Permaply: A high-density, resin-fibre overlaid plywood, suitable 
for reusable concrete form, signs and many industrial products. 


Prefinished Plywood: The company markets the greatest variety 
and most heavily promoted line of prefinished panels available 
in the deluxe, medium and economy-price range. 


Preservatives: Water-repellents and wood preservatives, includ- 
ing Woodlife, Woodyouth, Boxlife and Convoy. 


Stains and Finishes: For both soft and hardwoods, including 
P.A.R., Firzite and Satinlac. Also Blend Stiks for filling nail holes. 


Shakes and Shingles: Handsplit and tapersplit cedar shakes and 
cedar shingles. 


Softwood Plywood: Made in all PMBC grades and sizes in our 
West Coast mills, including spruce sheathing. 


Sidings: A complete line of cedar lumber sidings, as well as 
plywood sidings in fir, cedar and Duraply. 


Wood-Trim: Real, flexible wood veneer in tape form for conceal- 
ing plywood edges in furniture manufacture. 


Mouldings and Trim: Softwood, hardwood and prefinished 
mouldings. 
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FOR IMMEDIATE RELEASE 


VANCOUVER, April 6 -- Weldwood of Canada had record sales in 1969, but net 
earnings were down slightly from 1968,according to the company's annual 
report mailed to shareholders April 4. 

Sales for the year ended December 31, 1969, were $137,078,000, 
compared with $130,470,000 in 1968 and $113,993,000 in 1967. 

Net earnings for 1969, after income taxes and preference share 
dividends, were $6,026,000 or $1.98 per share, compared with the record 
1968 performance of $6,388,000 or $2.10 per share. 

Fourth quarter net earnings were $974,000, equal to 32 cents 
per share, versus $1,609,000 or 53 cents a share for the corresponding 
period in 1968. 

Income before taxes in 1969 was $14,034,000 compared with 
$15,077,000 for 1968 and $5,555,000 for the previous best 12 months in 
the company's history. 

Roger Montgomery, president & chief executive officer , said: 
"The continuing anti-inflationary policies of the Canadian and U.S. 
governments have had a severe impact on the business climate in which we 
are operating. 

Ulhese pressures have resulted in reducing, housing, starts, 
particularly in the United States, to the point where our basic markets 
for lumber and plywood are severely depressed. 

URS aeresuit, ne added, ‘there has been a sharp decline, in the 
prices for our primary products and a reduction in our profitability." 

He pointed out that most of the company's products were selling 
well below levels experienced last February and March and that during 
the year there had been a serious disruption of normal shipping caused 


by the 7-week long B.C. longshoremen's strike, 
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"Considering these adverse circumstances,'' Mr. Montgomery said, 
"we are most pleased to have come as close as we have to our 1968 record 
performance." 

He said the primary reason the company had been able to maintain 
these earnings was due to improvements made in internal operations and that 
capital expenditure programs in manufacturing facilities had been important 
factors, 

"These expenditures,'' he added, "enabled us to increase our 
operating efficiencies and maintain acceptable cost levels, even though 
our volumes were reduced as the result of the deterioration of our 
markets." 

In 1969, the company spent $6,103,000 on new plant and equipment 
compared with $4,281,000 the previous year. 

He estimated capital expenditures in 1970 at $6,000,000 for 
logging and equipment facilities, the construction of a high-speed, 
small-log sawmill at the pulp mill site at Quesnel, B.C., and for 
continued improvement of other manufacturing facilities. 

He said negotiations had been concluded to form a 50-50 partner- 
ship with Daishowa Paper Manufacturing Co. Ltd. and Marubeni-lida Co. 
Ltd. , two major Japanese firms, to build a 750-ton-a-day bleached kraft 
pulp mill at Quesnel that would cost an estimated $85 million. 

"We feel this is an important step to broaden and diversify the 
company's activities and that it will substantially increase our earnings 
after 1973 when it is fully operational," he said. 

He announced the appointment of Pit Desjardins, Weldwood vice 
president, management resources, as president of the joint venture. 

He pointed out that there was a strong possibility of a strike 
in the industry this year, stating that the IWA's demands, which amounted 
to a 48 per cent increase in wages and fringe benefits, were totally 


unrealistic in view of the depressed economic conditions in the industry. 
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"In the short term,'' Mr. Montgomery said, "'there is every 
indication 1970 will be an extremely difficult year. There seems to 
be little prospect for an immediate improvement in our operating 
Situation as most financial forecasts indicate a definite slowdown, 
if not a recession in the United States, and this undoubtedly will 
affect our other world markets. 

"With these uncertainties, it is almost impossible to predict 
the level of our operations and profitability for 1970." 

He anticipated a very slow first quarter with a possible 
recovery in the last half of the year if work stoppages can be avoided 
and there is some recovery in U.S. markets. 

He said the company faced this difficult period with the 


confidence that it was in the best operating condition in its history. 


27) ye 


From: W.D.G. McAuley 
Public Relations Manager 
Weldwood of Canada Limited 
PeOu BO we b7.9 4 
Vancouver 3, B.C, 
(Tel: 684-6133) 


(Apr. 6/70) 
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OF CANADA LIMITED 
P.O. Box 2179, Vancouver 3, B.C. 


INTERIM REPORT 


FOR THE SIX MONTHS 
ENDED JUNE 30, 1969 


TO OUR SHAREHOLDERS: 


I am pleased to report that your company achieved 
a high level of performance in the first six months of 
1969, setting new records both in sales and earnings. 

Sales for the period were $69,557,058 or six per 
cent above those for the first half of 1968. Income 
before taxes was $9,507,906 compared to $7,624,862 
for the first six months of the prior year. Net earnings 
after income tax and preference share dividends were 
$4,040,318, equal to $1.33 per common and ordinary 
share. This compared to $3,249,674 or $1.07 per share 
for the comparable period in 1968. 


At the same time that I report this record per- 
fomance to you I must also inform you that in recent 
months there has been a very sharp downturn in the 
demand for the company’s primary products and this 
has resulted in very substantial price reductions that 
undoubtedly will bring a sharp reduction in our profits 
for the balance of 1969, The unusually large number 
of uncertainties in our short term picture make it very 
difficult to predict results with any degree of accuracy 
but, based upon today’s situation, it would seem 
reasonable to expect earnings for the remainder of 
this year to be reduced by at least 50 per cent from 
the level we have been experiencing for the last 18 
months. The accompanying statement shows this 18 
month period which has been far ahead of any prior 
earnings experience in the company’s history. 


The primary reason for the sharp change in our 
markets has been the reduction in activity in resi- 
dential construction in the United States. For the 
second time in three years, restrictive monetary con- 


trol in that country has brought drastic curtailment 
in predicted housing starts, particularly in single 
family dwellings. The result has been a marked drop 
in demand for building materials, particularly for soft- 
wood lumber and plywood, and this has developed 
chaotic conditions in the U.S. market both as to 
volume and price, As you know, we are heavily de- 
pendent upon that market for the distribution of our 
softwood lumber production and the drop in prices 
has not only seriously eroded our profit margins, but 
has disrupted the volume to our normal channels of 
distribution where wholesalers and dealers were 
loaded with heavy inventories on a falling market. 
This situation forced a temporary closure of our large 
sawmill at Squamish, B.C., and has resulted in build- 
ing some inventory at our other lumber operations. 


The U.S. market for softwood plywood has been 
similarly affected. The basic price index for their 
product, which was at $97 in 1950 and which was as 
low as $58 in December of 1966 and had reached 
$144 by February of 1969, is now at approximately the 
$60 level. This severe price decline is completely un- 
realistic in relation to today’s production costs in the 
U.S. industry and, in my opinion, cannot continue for 
any protracted period, but in the short term it has 
resulted in very substantial imports into the Canadian 
market and forced significant reductions in Canadian 
softwood plywood prices. Therefore, at the present 
time we are not able to absorb the higher production 
costs that developed in 1968 and 1969 through in- 
creased labor, timber charges and other cost factors 
and at the same time retain our former profit margin. 
Fortunately, over the past two years we have been 
extremely conscious of our rising cost factors and I 
am confident that our cost control programs will be 
effective in keeping your company in a competitive 
position in the industry. 

We have been involved in extended labor nego- 
tiations at our operations at Woodstock, Ont. At this 
time we have no way of predicting the outcome but 
it is possible that there will be an interruption of 
production at that location. 


This has been a year with more than its share of 
difficulties, including the extreme winter weather and 
the present market declines in softwood lumber and 
plywood. I think, nevertheless, that when the year is 
completed we will approach our 1968 record profit 
performance which was almost three times any pre- 
vious year in the company’s history. Accurate pre- 
dictions are extremely difficult in light of the tre- 
mendous effect upon our markets that result from 


government monetary policies both here in Canada 
and in the United States. However, I look for a slow 
period for the balance of 1969 and the first half of 
1970 with an upswing in the latter half of next year. 
I feel that your company has greatly improved its 
operating picture during recent years and, because of 
the fundamentally strong demand for housing not 
only in North America but also in overseas markets, 


I remain optimistic for the company’s long term 
future. 


[Jeg Brovigorneeg 
ROGER MONTGOMERY, 
President & Chief Executive Officer. 


August 18, 1969. 


Condensed Consolidated Statements of Income 


WELDWOOD OF CANADA LID. 


and subsidiary companies 
INCOME 


INS SNCS 


Income before taxes... 


Provision for taxes on income. 


Net Income... 
Dividends on Preference Shane 


Net Earnings... 
Earnings per Common and Ordinary Share....................- 


Shares Outstanding: 
Common. 


Ordinary...... 


Preherenc esa = eee ee Ree eres ae Ue || ee: : 


and Source and Use of Funds 


(Subject to Audit) 


_June 30, 1969 


SIX MONTHS ENDE 


Dec. 31, 1968 


June 30, 1968 


$69,557,058 


64,897,177 


$65,573,285 


_$ 9,507,906 


5,324,400 


$4,7,452,60 


4,183,506 
143,188 


$ 7,624,862 


4,232,000 


3,392,862 
143,188 


$ 4,040,318 


$ 3,249,674 


$1.07 


800,000 
2,237,682 
275,000 


SOURCE AND USE OF FUNDS 


Source of Funds: 
Funds Provided from Operations: 
Net Income 


Items not requiring an ouelay or fonder 
depreciation, depletion and amortization 


Sales and retirement of plant, property, equipment. 


Use of Funds: 
Plant, property and equipment 
Logging development, timberlands and Guanes road = 
Reduction in long-term debt 
Dividends 
Other 


Increase (decrease) in working capital 


$ 4,183,506 


3,284,600 


2,985,644 


5,870,244 
733,963 


6,604,207 


800,000 
2,237,682 
275,000 


$ 3,392,862 


5,801,966 
285,675 
6,087,641 


3,402,126 

1,788,964 
(172,955) 

343,188 
(221,422) 


1,435,617 

1,252,028 
441,445 
345,562 
(264,209 ) 


5,139,901 
_$ 2,192,644 


3,210,443 


2,869,674 
413,699 
2,162,617 
343,188 


355,789 


6,144,967 


$ 3,393,764 


$ 
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